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Agency Background Document

Agency Name: | Dept. of Medical Assistance Services
VAC Chapter Number: Chapter 70

Regulation Title: | Methods and Standards for Establishing Reimbursement Rates-
Inpatient Hospital Services

Action Title: | Inpatient Hospital Reimbursement Reduction
Date: | April 30, 2003; NEED GOV APPROVAL BY 7/8/2003

Please refer to the Administrative Process Act (§ 9-6.14:9.1 et seq. of the Code of Virginia), Executive Order Twenty-
Five (98), Executive Order Fifty-Eight (99) , and the Virginia Register Form,Style and Procedure Manual for more

information and other materials required to be submitted in the final regulatory action package.

Please provide a brief summary of the new regulation, amendments to an existing regulation, or the
regulation being repealed. There is no need to state each provision or amendment; instead give a
summary of the regulatory action. If applicable, generally describe the existing regulation. Do not restate
the regulation or the purpose and intent of the regulation in the summary. Rather, alert the reader to all
substantive matters or changes contained in the proposed new regulation, amendments to an existing
regulation, or the regulation being repealed. Please briefly and generally summarize any substantive
changes made since the proposed action was published.

This regulatory action proposes to amend the reimbursement to hospitals to achieve the
mandatory savings specified in the 2002 Acts of Assembly, Chapter 899, Item 325 KK.
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Changes Made Since the Proposed Stage

Please detail any changes, other than strictly editorial changes, made to the text of the proposed
regulation since its publication. Please provide citations of the sections of the proposed regulation that
have been altered since the proposed stage and a statement of the purpose of each change.

The Department is not recommending any changes in these final regulations over those which
were proposed for public comment.

Statement of Final Agency Action

Please provide a statement of the final action taken by the agency: including the date the action was
taken, the name of the agency taking the action, and the title of the regulation.

| hereby approve the foregoing Regulatory Review Summary with the attached amended
State Plan pages I npatient Hospital Reimbursement Reduction (12 VAC 30-70-201) and adopt
the action stated therein. | certify that thisfinal regulatory action has completed all the
requirements of the Code of Virginia § 2.2-4012, of the Administrative Process Act.

/s 4/30/2003 /sl Patrick W. Finnerty

Date Patrick W. Finnerty, Director

Dept. of Medical Assistance Services

Please identify the state and/or federal source of legal authority to promulgate the regulation. The
discussion of this statutory authority should: 1) describe its scope and the extent to which it is mandatory
or discretionary; and 2) include a brief statement relating the content of the statutory authority to the
specific regulation. In addition, where applicable, please describe the extent to which proposed changes
exceed federal minimum requirements. Full citations of legal authority and, if available, web site
addresses for locating the text of the cited authority, shall be provided. If the final text differs from that of
the proposed, please state that the Office of the Attorney General has certified that the agency has the
statutory authority to promulgate the final regulation and that it comports with applicable state and/or
federal law.

The Code of Virginia (1950) as amended, § 32.1-325, grants to the Board of Medical Assistance
Services the authority to administer and amend the Plan for Medical Assistance. The Code of
Virginia (1950) as amended, 8 32.1-324, authorizes the Director of the Department of Medical
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Assistance Services (DMAS) to administer and amend the Plan for Medical Assistance according
to the Board's requirements. The comment period for the Notice of Intended Regulatory Action
ended on October 9, 2002.

The Medicaid authority as established by § 1902 (a) of the Social Security Act [42 U.S.C. 13964]
provides governing authority for payments for services

Please provide a statement explaining the need for the new or amended regulation. This statement must
include the rationale or justification of the final regulatory action and detail the specific reasons it is
essential to protect the health, safety or welfare of citizens. A statement of a general nature is not
acceptable, particular rationales must be explicitly discussed. Please include a discussion of the goals of
the proposal and the problems the proposal is intended to solve.

This proposed regulatory action is not necessary to protect the health, safety, or welfare of the
citizens of the Commonwealth. The proposed change reduces reimbursement to hospitals for
services rendered to achieve the mandatory savings as specified in the 2002 Acts of Assembly.

Please identify and explain the new substantive provisions, the substantive changes to existing sections,
or both where appropriate. Please note that a more detailed discussion is required under the statement
of the regulatory action’s detail.

The section of the State Plan for Medical Assistance affected by this amendment are Methods
and Standards for Establishing Payment Rates-Chapter 70 (12 VAC30-70), Inpatient Hospital
Services.

In accordance with Title 42 88 447.250 through 447.252 of the Code of Federal Regulations
which implements 8 1902(a)(13)(A) of the Social Security Act, the Department of Medical
Assistance Services (DMAS) establishes payment rates for services that are reasonable and
adequate to meet the costs that must be incurred by efficiently and economically operated
facilities to provide services in conformity with state and federal laws, regulations, and quality
and safety standards. The General Assembly has considered the hospital component of the
Medicaid program and has determined that a total reduction of payments to hospitals
participating in the Virginia Medicaid Program in the amount of $8,935,825 and $9,227,815 total
funds for the respective state fiscal years of 2003 and 2004 is prudent and necessary.

An amendment to 12 VAC 30-70-201, hospital reimbursement system, is proposed to
accommodate this mandated payment reduction.
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Please provide a statement identifying the issues associated with the final regulatory action. The term
“issues” means: 1) the advantages and disadvantages to the public of implementing the new provisions;
2) the advantages and disadvantages to the agency or the Commonwealth; and 3) other pertinent matters
of interest to the regulated community, government officials, and the public. If there are no disadvantages
to the public or the Commonwealth, please include a sentence to that effect.

The advantage to the Commonwealth of this changeis that it saves General Fund dollars and
causes no disadvantages to the public.

Public Comment

Please summarize all public comment received during the public comment period and provide the agency
response. If no public comment was received, please include a statement indicating that fact.

DMAS proposed regulations were published in the February 10, 2003 Virginia Register for their
public comment period from February 10 through April 11, 2003. No comments were received.

Detail of Changes

Please detail any changes, other than strictly editorial changes, that are being proposed. Please detail
new substantive provisions, all substantive changes to existing sections, or both where appropriate. This
statement should provide a section-by-section description - or crosswalk - of changes implemented by the
proposed regulatory action. Include citations to the specific sections of an existing regulation being
amended and explain the consequences of the changes.

An amendment to 12 VAC 30-70-201 of the hospital reimbursement system is proposed to
accommodate this mandated payment reduction.

Family Impact Statement

Please provide an analysis of the regulatory action that assesses the impact on the institution of the
family and family stability including the extent to which the regulatory action will: 1) strengthen or erode
the authority and rights of parents in the education, nurturing, and supervision of their children; 2)
encourage or discourage economic self-sufficiency, self-pride, and the assumption of responsibility for
oneself, one’s spouse, and one’s children and/or elderly parents; 3) strengthen or erode the marital
commitment; and 4) increase or decrease disposable family income.

This regulatory action will not have any negative effects on the institution of the family or family
stability. It will not increase or decrease disposable family income or erode the marital
commitment. It will not discourage economic self-sufficiency, self-pride, or the assumption of
family responsibilities.



